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FARM REAL ESTATE VALUES BY STATES 


UST as urban residential real estate values have stopped rising in the past 
year, farm real estate values continued increasing till March 1960 and have 
declined since then. Farm values, however, are still .3 percent above 
their November 1959 level. The change in values ranged from +5 percent in 
Louisiana and Arkansas to -7 percent in Iowa. The increases were in the 
southern and western States, while the decreases were concentrated in the 
Corn Belt States. Although this is the third decline since 1941 in farm real 


estate values, it is still slight. The declines in 1949 and 1952-54 were much 
sharper. 











The values per acre of farms in each State from 1931 to November 1960 
are charted on the following pages. One of the most important factors in the 


(cont. on page 142) 
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(cont. from page 135) 

recent increases in farm values has been the need to increase farm sizes for 
lower unit costs. New figures on the average size of farms in each State have 
just been released, and will be found on the charts. Farms in every State have 
increased in size from the last agricultural census in 1954. The table below 
shows the trend in the average size of farms throughout the United States. Not 
all of the recent changes are due to the enlarging of farms. Part of the in- 
crease is due to a change in the census definition of a farm. 


AVERAGE SIZE OF FARMS IN THE UNITED STATES 


No. of No. of No. of 
Year Acres Year Acres Year Acres 
1850 203 1910 138 1945 195 
1860 199 1920 148 1950 215 
1870 153 1925 145 1955 242 
1880 134 1930 157 1960 302 
1890 137 1935 155 
1900 146 1940 174 





There are several factors that might be operating to reduce the number 
and value of sales of farm real estate. In the first place, the advantages to in- 
creasing the size of individual farms may be disappearing. As more farms 
are of the increased size, less demand will be coming from this source. 


Another factor may be increased taxes. This is especially interesting in 
the Corn Belt States. Farm real estate taxes in this region are typically $3.00 
to $5.00 per acre. This means that the average real estate tax paid by farmers 
in this region was $1,000 to $1,200 per farm. With no change in the capitali- 
zation rate and expected farm income, increased taxes will decrease net in- 
come and value. 


Finally, the farm market has run up against higher interest rates on loans. 
Although there is considerable variation in interest rates from one farming re- 
gion to another, the average was around 6 percent throughout 1960. Six of the 
12 district land banks, however, reduced their rate to 54 percent at the begin- 
ning of 1961. As we pointed out in the recent Trends Bulletin, mortgage inter- 
est rates should be slightly lower in the future. This might encourage a few 
more farm sales. 


The future of farm real estate values depends a great deal on whether in- 
comes will continue to rise, and whether there will be continued pressure for 
farm enlargement. The Kennedy administration has given encouragement to 
the Corn Belt States with its new programs. Although about 50 percent of the 
Department of Agriculture’s reporters from that region thought that there 
would be further declines in price when they reported in October 1960, this re- 
cent news may change their outlook. 

















